
DOCKET FILE COpy ORIGINAL 0RIGtNAL
ANN BAVENDEW

ANNE GOODWIN CRUMP

VINCENT J. CURTIS, JR.

RICHARD J. ESTEVEZ

PAUL J. FELDMAN

RICHARD HILDRETH

FRANK R. JAZZO

ANDREW S. KERSTING
EUGENE M. LAWSON, JR.
SUSAN A. MARSHALL'

HARRY C. MARTIN

GEORGE PETRUTSAS

RAYMOND J. QUIANZON

LEONARD A. RAISH

JAMES P. RILEY

KATHLEEN VICTORY

HOWARD M. WEISS

• Nor ADMITTED IN VIRGINIA

FLETCHER, HEALD & HILDRETH, P.L.C.

ATTORNEYS AT LAW

11th FLOOR. 1300 NORTH 17th STREET

ARLINGTON, VIRGINIA 22209-3801

(703) 812·0400

TELECOPIER

(703) 812-0486

INTERNET

www.fhh-telcomlaw.com

FRANK U. FLETCHER
(1939·1985)

ROSERT L. HEALD
(1956-1983)

PAUL D. P. SPEARMAN
(1936-1962)

FRANK ROBEASON
(1936·1961)

RUSSELL ROWELL
(1948-1977)

EDWARD ~ KENEHAN
(1960-1978)

CONSULTANT R:lA INTERNATIONAL AND
INTERGOVERNMENTAL AFFAIRS

SHELDON J. KAYS
U S AMBASSADOR Iret·1

OF COUNSEL

EDWARD A. CArNE"
MITCHELL LAZARUS"
EDWARD S. O'NEILL'

JOHN JOSEPH SMITH

WRITER'S DIRECT

Re:

VIA HAND-DELIVERY
Magalie Salas, Esq.
Secretary
Federal Communications Commission
Room TW-B204
445 12th Street, S.w.
Washington, D.C. 20554

CC Docket Nos. 96-45~nd 96-262=

703-812-0403
feldman@fhh-telcomlaw.com

Dear Ms. Salas:

Enclosed please find an original and four copies of the Reply Comments of
Roseville Telephone Company in response to the Commissions Further Notice of
Proposed Rulemaking in the above-captioned docket.

If there are any questions retarding this matter, please contact me.

Sincerely,

~. Feldr.-mf.)k:.an&tL-~--
Counsel for Roseville Telephone Company

Enclosure

cc: Mr. Greg Gierzcak (w/encl.)
George Petrutsas, Esq. (w/o encl.)

No. of Copies rec'd
List ABCDE

D+-3



In the Matter of

Federal-State Joint Board on
Universal Service

Access Charge Reform

Forward Looking Mechanism
for High Cost Support for
Non-Rural LECs

)
)
)
)
)
)
)
)
)
)

CC Docket No. 96-45

CC Docket No. 96-262

CC Docket No. 97-160

REPLY COMMENTS OF ROSEVILLE TELEPHONE COMPANY

Paul J. Feldman
Its Counsel

Fletcher, Heald & Hildreth, P.L.C.
1300 N. 17th Street, 11th Floor
Arlington, Virginia 22209
(703) 812-0400

August 6, 1999



TABLE OF CONTENTS

I. Introduction. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 2

II. The Commission's Model, Especially as Applied to Roseville, is Deeply
Flawed, And Should Not be Applied to Mid-Sized Carriers as Roseville . . . . .. 3

III. The Record Supports Use of a Carrier-by-Carrier Hold Harmless
Principle, and Such an Approach is Also Mandated by the Joint Board
and by the Communications Act 7

IV. Conclusion. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 11



Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Federal-State Joint Board on
Universal Service

Access Charge Reform

Forward Looking Mechanism
for High Cost Support for
Non-Rural LECs

)
)
)
)
)
)
)
)
)
)

CC Docket No. 96-45

CC Docket No. 96-262

CC Docket No. 97-160

REPLY COMMENTS OF ROSEVILLE TELEPHONE COMPANY

Roseville Telephone Company ("Roseville") hereby submits its Reply Comments

in response to the Commission's Further Notice of Proposed Rulemaking in CC Docket

Nos. 96-45 and 96-262, FCC 99-119, released May 28, 1999 (hereinafter, the

"FNPRM'1, and to the Commission's Further Notice of Proposed Rulemaking in CC

Docket No. 97-160, FCC 99-120 (released May 28, 1999)("FLEC Notice"). 1 In these

Reply Comments, Roseville demonstrates that the model proposed by the Commission

for use in calculating federal high cost support is seriously flawed, especially as applied

to Roseville: under the model, it appears that Roseville is one of only two non-rural

LECs in the country that would lose §!l of its federal high-cost support under each of

the proposed benchmark scenarios. Roseville also demonstrates herein that the

Section II of these Reply Comments addresses issues raised in Section
V.B.1 of the FNPRM, and in Section IX.A of the FLEC Notice. Section III of these reply
Comments addresses issues raised in Section V. D of the FNPRM. For the
convenience of the Commission's staff, a copy of these Reply Comments is being filed
in each docket.
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record in these proceedings supports the requirement that the proposed "hold­

harmless" principle be applied on a carrier-by-carrier basis, rather than on a state-by­

state basis. Roseville urges the Commission not to use this flawed model to determine

high cost support for any carriers, or at very least for mid-sized carriers such as

Roseville. Furthermore, the Commission should use a carrier-by-carrier hold harmless

principle.

I. Introduction

Roseville is an incumbent local exchange carrier ("ILEC") serving subscribers in

83 square miles, with central office locations serving the Roseville and Citrus Heights,

California area. Roseville has been providing high quality communications services to

its subscribers for over 85 years, and currently serves approximately 128,000 access

lines. While Roseville's access line count places it a mere 28,000 access lines above

the definition of "rural telephone company", it is among the smallest of the non-rural

LECs ("NRLECs"). To the extent that larger companies can use their size to create

greater cost savings, Roseville is in fact closer to rural companies than to the giant

NRLECs with which Roseville is being categorized, for the purpose of federal high cost

support. As reported in USTA's 1998 Phone Facts, SSC Communications has over 36

million more access lines than Roseville.

As the carrier of last resort for local subscribers, Roseville takes very seriously

its obligation to provide high quality local exchange services at a reasonable cost to the

end-user. In previous Commission proceedings on universal service, Roseville has

expressed its deep concern that the use of proxy cost models to establish federal high

2
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cost support allocations could lead to substantial errors when applied to the differing

circumstances of each individual carrier, and that such errors could significantly effect

the rates that subscribers pay for service. Unfortunately, upon review of the latest

version of the Commission's model for estimating the forward-looking costs of providing

the supported services, it appears that Roseville's concern's have been realized:

Roseville's federal high cost support would be reduced to $0 from it current level of

approximately $6 million per year. This complete loss of federal support will without

doubt create significant pressure to raise rates.

As shown below, the figure produced by the model is a result of flawed

assumptions in the model that do not reflect the reality of the situation in Roseville's

service area. Roseville strongly urges the Commission to appropriately revise its

model prior to using it to establish federal high cost support, even if the revision to the

model requires continuing the current high cost allocation methodology into the year

2000. In addition, Roseville strongly urges the Commission to adopt a "hold-harmless"

policy for distribution of high cost support on a carrier-by-carrier basis, rather than on a

state-by-state basis. The state-by-state approach is inconsistent with the requirements

established by the Joint Board, and is inconsistent with the requirements of Section 254

of the Communications Act. Most importantly, the carrier-by-carrier approach is more

likely to prevent the rate shock that the hold-harmless principle is designed to limit.
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II. The Commission's Model, Especially as Applied
to Roseville, is Deeply Flawed, And Should Not
be Applied to Mid-Sized Carriers Such as Roseville.

As noted above, Roseville has in previous times in these proceedings,

expressed deep concern regarding the inability of a proxy model to accurately

determine the cost of service for every ILEC in the country. Roseville has the foillowing

concerns about the Commission's recent "Synthesis" Model, and its proposed use in

determining explicit universal service support for NRLECs under the Commission's

proposed new mechanism:

-The use of any proxy model for small non-rural LECs like Roseville is
inappropriate and will produce harmful results; and

-The Synthesis Model is inaccurate and the proposed inputs do not reflect the
forward-looking cost of companies like Roseville.

Numerous parties filed comments on the Synthesis Model. Roseville has

reviewed these comments and conducted its own review of the Synthesis Model output

results for Roseville. Based on these reviews, this model is inappropriate for use in

determining explicit high-cost support, at least for Roseville. Specifically:

-It is premised on the instantaneous construction of an unrealistically "efficient"
fantasy network.2

-It includes a number of very questionable costing assumptions all of which
have the impact of pushing the cost down. 3

2 Bell Atlantic Docket 97-160 Comments at i.

Bell Atlantic Docket 97-160 Comments at 6, Bell South Docket 97
160 Comments at 1, SBC Docket 97-160 Comments at 2, U S WEST Docket 97-160
Comments at 4.
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-The model and its underlying code is a virtual "black box" incapable of analysis
and review by even the most skilled programmers. 4

-The data used to locate customers within the wire center is not available for
public inspection or use, and the "road surrogate" data that is available is
seriously flaweds

-It is premised on a single set of nationwide cost inputs that will be used for all
NRLECs. 6

-The methodology utilized to derive these inputs is seriously flawed. 7

Beyond the flawed nature of this particular proxy model, however, Roseville believes

that the application of anv national model for the determination of explicit universal

service for a small NRLEC such as Roseville is inappropriate. One single set of

national data cannot accurately capture the cost of serving all NRLEC territory. Of the

93 NRLEC study areas, the top 10 serve over 50% of the lines.8 Of necessity, this data

is heavily weighted to the cost of serving large metropolitan areas. Based on the data

in the model, the ratio of the largest NRLEC study area to the smallest is

approximately 160 to 1, and this occurs in California between SBC-California (16

, US WEST Docket 97-160 Comments at iii.

Bell Atlantic Docket 97-160 Comments at 13, GTE Docket 97-160
Comments at 36.

Sprint Docket 97-160 Comments at 2.

See Attachment C to Bell Atlantic Docket 97-160 Comments,
Affidavit of Harold Ware and Christian Michael Dippon, National Economic
Research Associates, Inc., See also Attachment A to Bell South Docket 97-160
Comments, Comments of Georgetown Consulting Group, Inc, See also Attachment
A to U S WEST Docket 97-160 Comments, Comments of Greg Attiyeh and William
Fitzsimmons, LECG, Inc.

8 Sprint Docket 97-160 Comments at 2.
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million lines) and Roseville (102 thousand lines).

An examination of the Synthesis Model demonstrates specific flaws when

applied to Roseville. Attached to these Reply Comments is an analysis performed by

the consulting firm of McLean & Brown. As demonstrated in the analysis, Roseville's

costs, as reported in NECA's 1998 USF annual filing, were 123% of the nationwide

average. However, when the Synthesis model is run for Roseville, the Company

comes out at 88% of the national average. Examining the underlying data, it appears

that the model has incorrectly located Roseville customers. and either missed or

miscategorized customers located in the more remote portions of the Company's

serving territory. This would be consistent with the location problems identified by

many of the other commenters. 9

A proxy model, by its very nature, is an inexact estimate of cost. Some wire

center's cost may be overestimated and others may be underestimated. For large

NRLECs with hundreds of wire centers, these errors will tend to cancel out, assuming

all other aspects of the model and its input are accurate. Roseville, however, has only

two wire centers. Accordingly, when the model is applied to a carrier like Roseville and

contains an error regarding a wire center, the impact on the carrier is greatly magnified

becuase that wire center constitutes a much greater proportion of Roseville's

operations.

Bell Atlantic Docket 97-160 Comments at 13, GTE Docket 97-160
Comments at 36.

6
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Roseville believes that if the Commission chooses to utilize a proxy model for

NRLEC high-cost funding, that this be done only for the largest of the NRLECs. 10

Roseville suggests that this is an area where mid-sized carriers (such as Roseville)

should be treated differently than the largest ILECs. For the smaller of the NRLECs,

the goals of the Telecommunications Act of 1996 will be best achieved by treating

these carriers in a manner more similar to the rural LECs.

III. The Record Supports Use of a
Carrier-by-Carrler Hold Hannless Principle,
and Such an Approach is Also Mandated
by the Joint Board and by the Communications Act.

As shown above, the model proposed by the Commission would result in

Roseville being one of two NRLECs in the country that would not qualify for~ federal

high cost support. Such a result will place significant pressures on the rates that

Roseville must charge to provide service. Yet, in anticipation of the possibility of rate

shock caused by the transition to the new proxy-model based methodology, the Joint

Board recommended that the Commission apply a hold-harmless principle under which

carriers would receive at least their current amount of federal high-cost support as

carriers (and their subscribers) adjust to the new regulatory environment. In the

FNPRM, the Commission seeks comments as to whether the hold harmless principle

should be applied on a carrier-by-carrier ("CBC") or on a state-by-state ("SBS") basis.

As will be shown below, there is support in the record for the CBC approach.

Furthermore, such an approach is mandated by the action of the Joint Board and the

10 See also Sprint Docket 97-160 Comments at 3.
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requirements of the Communications Act.

A. The Record Supports Use of the cac Approach.

Numerous commenters suggested that the Commission use the CSC approach.

See, e.g., Comments of GVNW Consulting at page 9, and TDS Telecommunications

Corp. at page 10. GTE supported the CSC approach as necessary to limit rate shock,

and noted that use of the SSS approach could result in distribution of federal funds to

the states as "block grants", a result that not only adds an unnecessary additional level

of administration, but makes the allocation of federal funds subject to state political

pressures. Comments of GTE at pages 36-37. SSC notes that the CSC approach

promotes portability of support and competition. Comments at page 10. ITCs, Inc.

supports the CSC approach, and notes that the SSS approach could lead to

inconsistent results for carriers operating in multiple states. Comments of ITCs at page

7.

Some commenters supported the SSS approach, or even call for forbearance

from applying .any hold harmless principle, but this position is not persuasive. Most of

those commenters base their views on the assertion that use of the CSC approach will

inevitably lead to a larger total federal universal service fund than use of the SSS

approach, or than sole use of the new forward-looking methodology. See, e.g.,

Comments of MCI WorldCom at page 14, Comments of AT&T at page 15, and

Comments of the Iowa Utilities Soard at page 5. However, without any actual

calculations by any party or the Commission, it is far from certain that in actual practice,

in the face of growing competition and increasingly efficient networks, a CSC hold

8
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harmless approach would in fact create a significantly larger total federal fund than

other approaches. Nevertheless, even if the CBC approach did create a larger federal

fund than use of a proxy model without a hold harmless principle, such a result is

consistent with Section 254 (b) of the Act which requires the Commission to create

specific, predictable and sufficient federal support mechanisms, but does not require

the Commission to ensure that the total amount of federal high cost support remains at

the lowest level possible, regardless of the results.

B. An SBS Approach is Inconsistent with the Joint Board's Recommendation.

In contemplating the impact of a major revision to the methodology for allocating

federal funds, the Federal-State Joint Board explicitly expressed its concern that such a

revision could result in substantial reductions to individual carriers, and that a result of

such reductions "some consumers could experience rate shock." See, Federal-State

Joint Board on Universal Service. Second Recommended Decision, 13 FCC Red 24744

(1998)("Second Recommended Decision") at 24763. In order to prevent or limit such

rate shock, the Joint Board recommended use of a hold-harmless principle. While the

Joint Board recognized the Congressional mandate to ensure that states do not receive

less funding as a result of new mechanisms, the Board made it clear that the hold­

harmless principle is to be executed by holding each carrier in those states harmless:

"no non-rural carrier, '" will receive less federal high cost assistance than the amount it

currently receives from explicit support mechanisms." Id. at page 24764. Accordingly,

it is clear that the Joint Board recommended use of a CBC approach to the hold

harmless principle. Yet, the FNPRM provides no explanation for why the Commission

9



proposes to ignore that recommendation, or the statutory basis under which the

Commission may ignore that recommendation. 11

Use of the SBS approach also leads to the following contradiction: to the extent

that the SBS approach results in reductions of federal support to individual carriers, as

suggested in paragraph 120 of the FNPRM, then this will create the very threat of rate

shock that the Joint Board's hold harmless principle was designed to prevent. The

Commission should not adopt a hold harmless principle that creates the very problem it

is intended to remedy.

C. The SBS Approach is Inconsistent with Section 254(b)(5) of the Act.

In addition to contradicting the Second Recommended Decision, the SBS

approach is also inconsistent with the requirements of Section 254(b) of the

Communications Act. That Section requires that federal universal service policies

provide specific, predictable and sufficient mechanisms to preserve and advance

universal service. Nothing in the FNPRM demonstrates that the SBS approach is

consistent with this statutory requirement. Indeed, such a showing cannot be made:

-to the extent that the SBS approach allows state commissions to decide how to
allocate federal funds, and those commission can change their allocation
principles from year to year, this uncertainty of result is inconsistent with the
requirement that federal funding be specific and predictable.

-to the extent that the SBS approach contemplates reductions of federal funds
allocated to an individual carrier like Roseville, then this result is inconsistent
with the requirement that federal high cost support mechanisms provide
sufficient funding: a carrier that has demonstrated under the current mechanism

11 Section 254(a)(2) twice states that the Commission "shall implement" the
recommendations of the Joint Board. It is well recognized in federal case law that
"shall" is the language of a requirement.
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the need for its current level of federal support could lose some or all of that
support solely on the basis that other carriers in the state are entitled to an
increase in support. This reduction of support to an individual carrier regardless
of that carrier's need is also likely to produce rate shock, which is inconsistent
with the Section 254(b)(5) requirement that federal mechanisms preserve and
advance universal service.

None of the Comments in Docket 96-262 demonstrate that the SSS approach is

consistent with the requirements of Section 254(b)(5). However, numerous

commenters demonstrate that the SSS approach is inconsistent with the requirements

of Section 254. See, e.g., Comments of TDS at page 11, GVNW at page 9.

D. The SBS Approach is Inconsistent With Section 254(e) of the Act.

Section 254(e) of the Communications Act provides that "...only an eligible

telecommunications carrier shall be eligible to receive specific Federal universal

service support." To the extent that the SSS approach includes payment of federal

high cost support directly to state commissions, for their allocation to carriers within

their states, this directly contradicts the requirements of Section 254(e) that QQ!y a

carrier may receive federal high cost support. Neither the FNPRM nor the record in

Docket 96-262 provide any basis as to why the Commission may ignore this statutory

mandate.

IV. Conclusion

The record demonstrates that the current "Synthesis" cost model is deeply

flawed, both as a general matter, and specifically as applied to Roseville. The

Commission should not use the current model to determine federal high cost support

for any carriers, or at very least, for mid-sized carriers such as Roseville. In any case,

the record supports use of the carrier-by-carrier hold harmless principle, and use of that

11



principle is especially necessitated in light of the obvious flaws of the current model.

Respectfully submitted,

ROSEVILLE TELEPHONE COMPANY

By:~DM1~~
George Petrutsas
Paul J. Feldman
Raymond Quianzon

Its Attorneys

FLETCHER, HEALD & HILDRETH, P.L.C.
11 th Floor, 1300 North 17th Street
Arlington, Virginia 22209
(703) 812-0400

Technical Consultants:

Glenn H. Brown
McLean & Brown
9011 East Cedar Waxwing Dr.
Chandler, Arizona 85248

August 6, 1999
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FCC Synthesis Model
Analysis of Results for Roseville Telephone Company

Introduction
At the request of the Roseville Telephone Company McLean & Brown has

undertaken an analysis of the impact of the FCC Synthesis Madelon the Roseville
study area. Due to the short time available for the review, our analysis has been
necessarily limited.

On October 28, 1998, the FCC released its Platform Order in the Universal
Service proceeding CC Docket Nos. 96-45 and 97-160. The purpose of this portion of
the proceeding was to select a proxy model for the development of forward-looking
economic costs (FLEC) for non-rural Local Exchange Carriers (NRLECs). Previously,
at the recommendation of the Universal Service Joint Board, the FCC had concluded
that FLEC should be used in determining the explicit support for NRLECs under the
new explicit funding mechanism. For almost two years the FCC had conducted a
review of two proxy models - the Benchmark Cost Proxy Model (BCPM) supported by
BeliSouth, Sprint and U S WEST, and the HAl Model supported by AT&T and MCI.
Towards the end of the review process, the FCC Staff introduced its own model the
Hybrid Cost Proxy Model (HCPM). In the Platform Order the FCC did not select any of
these models but rather announced that it would construct a "synthesis" of the best
aspects of the three models. Since the FCC first unveiled its "Synthesis Model" the
model platform has undergone at least eight significant changes in logic. With each
change the Synthesis Model has tended to produce lower cost results.

Synthesis Model Results for Roseville
The Synthesis Model can be run with two levels of support aggregation, Wire

Center and Density Zone, and both are useful in analyzing the results which the model
produces for Roseville.

Using the FCC's recommended input values, the Synthesis model produces
average line costs for Roseville of $17.52I1ine/month in the Wire Center mode, and
$17.46/Iine/month in the Density Zone mode. (While it would be reasonable to expect
the two aggregations to produce identical results, this difference represents just one of
the many mysteries surrounding the Synthesis Model.) The nationwide average cost
determined by the Synthesis Model is approximately $20Iline/month, meaning that
Roseville's study area average costs are approximately 88% of the nationwide average.
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For Roseville's two wire centers the Synthesis Model produces the following results:

a.lJ
~

ClHTCAXF
RSVLCA»:

A CostIUneJIlL .
$17.15
$17.84

The Density Zone run produces the following results by density zone:

De nsi!yZDne•
0-5

5 - 100
100-200
200 - 650
650 - 850

850 - 2,550
2,550 - 5,000

5,000 - 10,000
> 10,000

Weighted A~ .

• Lines/sq. mi.

Cost/Line...~ .. "-

$
$
$ 30.35
$ 22.37
$ 21.46
$ 17.84
$ 15.59
$ 13.97
$ 22.34
$ 17.46

1,875
4,845
2,462

47,901
42,541

1,249
1,720

102,593

As will be discussed shortly, the fact that the Synthesis Model produces no Roseville
customers in the first two density zones has a significant impact on the cost outcome
and on the funding determination.

Since Roseville has an average study area cost of 88% of the national average,
Roseville would receive no explicit funding under the new mechanism if study area
costs were the qualifying criteria and a benchmark somewhere between 115% and
150% of nationwide average cost were used. Since both of Roseville's two wire
centers have costs less than the national average, even if funding were computed
based on wire center average cost (as some parties have advocated and the FCC has
hinted that they may consider) Roseville would still not qualify for funding under the
new mechanism.

These results are surprising given Roseville's experience under the current
USF. In the NECA 1998 USF Annual Filing, Roseville has an average per-line cost of
$301.93. When compared to the nationwide average of $245.47 this results in costs
which are 123% of the nationwide average. The significant difference between the
123% and 88% of national average figures raise further questions regarding the
accuracy of the Synthesis Model for Roseville.
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The attached chart FCC Synthesis Model Funding Results shows the results for
92 NRLEC study areas.' Two observations can be made from this chart:

• Roseville would receive no funding under any of the new explicit funding
scenarios.

• Bell Atlantic-District of Columbia is the only other NRLEC that would not
qualify for at least some funding at the wire center level under any of the
proposed benchmark scenarios.

Analysis of Results
A number of valid criticisms can be made of the Synthesis Model:

• It is premised on the instantaneous construction of an unrealistically "efficient"
fantasy network.

• It includes a number of very questionable costing assumptions all of which have the
impact of pushing the cost down.

• It exhibits a bias towards shifting costs away from urban areas and to more rural
areas.

• The model and its underlying code is a virtual "black box" incapable of analysis and
review by even the most skilled programmers.

• The data used to locate customers within the wire center is not available for public
inspection or use, and the "road surrogate" data that is available is seriously flawed.

• It is premised on a single set of nationwide cost inputs which will be used for all
NRLECs from the largest to the smallest.

• The methodology utilized to derive these inputs is seriously flawed.

For comparative purposes, we have run Roseville data through both the BCPM
and HAl models (circa 12/98) using both the models' proposed defaults, and a set of
"common inputs" provided by the FCC Staff:

BCPM with Defaults
BCPM with 'Common"
HAl with 'Common"
HAl with Defaults

$26.72
$22.12
$21.47
$17.28

This chart does not include the impact of the state perlline funding
requirement proposed by the FCC.

3



This chart illustrates the significant impact that the model inputs can have on the output
results.

Perhaps the single most important explanation of why Roseville comes out so
low on the Synthesis Model runs is the absence of any customers in the 0-5 and 5-100
lines per square mile density bands. The HAl model has a remarkable and
unexplained tendency to come out with similar cost per density band results, regardless
of the study area or state is being run. Differences between study area cost are thus
heavily driven by the relative population distribution in each density band. Since the
model produces a result asserting that Roseville has no customers in either of its wire
centers in the bottom two density bands, Roseville does not qualify for funding under
the new mechanism using the Synthesis Model. It is quite possible that the flawed
customer location algorithms of the Synthesis Model have mis-allocated customers,
contributing to the results we have observed.

Glenn H. Brown
McLean &Brown
August 4, 1999
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FCC Synthesis Model Funding Results
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DC B"_ $11.10 823,018 .... SO 10 10 SO SO SO SO so so
DE Bel Atlanllc $1Ul sao.", .." SO 10 10 SO SO $11,780,720 $8,322,.408 $7.282,2301 $4,931l,431
Fe ...- $17.15 S.71l1,847 "" .. SO SO SO 10 $40.382,_ $304,.79,130 m.<l98.058 $23,820,413
Fe GTE $17.Dtl 2,080,128 .." .. SO SO SO SO $8.5CIi,543 $7,37t,tlOS 0.148.932 $4,802.811
Fe ..... $21.DC 1,433,578 ''''' 10 SO SO SO SO $28.I04.m $21,815,8515 $17,130,.435 $12,5156."8
Fe ..... (ConI) "'... 371,&48 12'" $737,788 SO SO SO $21.070.130 $25,851,050 $23,UO,228 $2O.878.861l
GA B"_ $21.09 3,598.1119 10'" "-",,... SO SO SO SO $108.171,.470 $88,3304,02t $74,228,540 $8ll,128,.75
HI GTE $18.304 1l13,012 "" SO SO SO SO SO $7,MI,I.' $7.208,OJ7 $1l,I508,.152 $5,793,726
IA USWEST $20.75 1,055,8511 10'" .. SO SO 10 SO $31,.'3.'10 $28,12Il,385 $22,018,908 $17,843,810
10 USWEST $U.98 412,3311 '"'' .. $9211,1. SO 10 SO $31,2315,llD5 $27.803,423 $U,871.587 $21,533,Il67
IL
_...

$15.154 1l,2lW,lJ3lI '''' SO SO SO 10 SO $31,1U.057 $28.358,097 $22,411,108 $18,281,745
IL 07E $304.03 125.183 175" SO $7,.59,7Dtl $15.207,284 $4,854.182 $3,07Il,2154 $81,013,788 $815,240.812 $17,823,1583 $81,243,103
IL GTE (Conte!) $48.OJ 1SO,211 "." SO $&,818,1118 $4,328.31l2 $3,H7,148 $3,.28,828 $51,m,1I13 $54,042.282 $5O,ll89,ilW $48,581,se8
IL ..... $18.80 208,033 .." .. 10 10 SO 10 $4.011.420 $3,8011,384 $3.320.270 $3,001.219
IN _.do $20.31 1.811,.83 '02" 10 SO 10 SO 10 $48,052.224 $41,304.282 $35,890,548 $29,505,244
IH GTE $21l.85 m,014 133" 10 $2,501,198 $1,128.3511 SO 10 $52,115,131 $48,1134,888 $41,851,119 $35,82.,431
IN GTE (CorUI) $45.50 114,184 "''' 10 $3,U2.411 $3.3I53,1l25 $3,035.3n $2.5042,SoW ,",330.3504 $40,350,588 $38.102,3110 $31.985,352
KS SBC $22.51 1,239,185 113" SO SO 10 SO SO $504,917.375 $48.02S,He $42,512,305 $31,391,114
KY BtlSOl1h $29.25 1,122,111 ,.." f1£1JS). $1.000,170 $4,755,212 $2,5Oll,rn SO $120.220._ $ID1l,"2.1Sl1 $115,595,214 $82,31l8,1525
KY """"'" $2•.11 181.3048 ''''' .. $188,212 SO SO SO $10.851,131 $8,5815.3040 $8,352,451 $8,.488,817
KY GTE $31.12 .US,21lO '5K .....,. $3.375,538 $2,5042.521 $1,109.520 $450.007 $53,255.131 $48.431,350 "'.057,781 $37.1181,851
LA ...- SU.09 2.13O,1l2O ''''' .. S2,281,81. SO SO SO $131,384.518 S118,N5,lI8e S104,310,585 $89.301,.02
MA Bel Al:lartlc $11l,21 .,109,503 "" SO SO SO SO SO $21,3041,821 $18,143,035 $13,255.172 $11.11".2.8
MD Bel AIlartic $17.81 3,332,.481 "" SO SO SO SO SO 151.1154,8tt $42,091.1111 $33.832.1103 $U,888.ooll
ME Bel Atlantic .,.... 129,415 ,- .. $4,109.138 $2,8411,1111 $1,5110,217 SO $&4,880,1115 $51,281.8215 $50.111l1,1I1W $42,881,329
MI
_...

$tll.1II5 4,1132,021 "" SO SO SO SO SO $101.457.204 $84.481.801 $71.111••312 1511,533,811
MI 07E $31.113 ....734 ,"" om"" $8.112t.7OJ $8.311,5111 $8,1183,.450 15.011,2511 $118,184,312 $108,005,.4811 $lI4.505,.425 $1I1,172,lISl
MI Tot,l $21.11 5.5llO.713

,_
SO SO SO SO SO S220,151.511 11110.487,147 $180.118.738 $138,3015.834

MN 07E ...... 111l,1304 323" SO $4,1134,414 $4.S02,1OO $4,308,7111 $4.021,140 $58,033.908 $55,228,883 $52.182,5311 $411.178,861
MN USWEST S20.22 2,103,813 101... SO SO SO SO 10 $75.518.171 $88.080.4OJ $51.81••210 $48,_.211
MO GTE "'AI 1tll,810 ''''' 1lI,«fi.156 $1,851,383 $1.112,044 $1.312,704 $1,013,1" $23.1182,145 122.543.71' $21,433,084 $19.111.1158
MO GTE (ConteI) $55.00 2301,135 """ $2,5CG,Q20 $1A1i.1521 $1,021.123 $8,552.1119 $5,1148,11I3 $111,140"" S8ll.l108."8 $12,413,831 $111••74,031
MO SBC $21.11 2,3IlI.354

,_
SO " SO SO SO $112,8811,_ $81,51.,070 $12,413,543 $1l1.II05,19I

MS ....,.., $31.02 1,224,211 ,- S1.B.11ll $11.373,511 $15.023,1125 113,414,278 $11,188,109 $2304,242.281 $212.lI8O.902 $184,051,534 $1811,310,814
MT USWEST $29.U m.s311 ,- ".782,l!2D $2,Ul,511 $1,514.1111 $lIOD.741 SO $35,882,335 133,283,2113 $30,130.104 $21.828,101
He B,"""", $21.29 2,180,111 ,- S1)llB.lIlB SO SO SO SO 158.030,050 $41.120,4041 $31.192.748 $28,500,11304
tIC GTE $111.84 188,843 "" $40.581 SO SO SO SO $3......374 13,304.312 $3,038,925 $2,831,5311
tIC
_.....

$20.27 111,211 101" $2.408,132 SO SO SO SO 11,012,3117 $778.328 $548.381 $27S.11111
tIC ..... $32.92 1.045,821 15'" SO $10.380,585 $1,288,210 $1.115,_ $3,OJ7,541 $129.11'.044 $111,912.317 $81,751,48D $111.811.1188
NO USWEST $23.30 20,3042 '15" " 570,204 SO SO SO $15.233.111 $13,783.180 1'2.703,858 $11,581.188
NE ...... $3U8 250.... '57" SO $2,200,129 $t.8I1,281 $1.1111.183 _.1142 $37".434 $35,087.084 133.182,4tl1 $30.110.925
NE USWEST ,,,.., 51',830 ",,, SO J787.851 SO SO SO $30'-.31. $21,148,111 $25,310,283 $22.381,8215
NIl ...- $23.51 101,381 117... .. $353,132 SO SO SO 135.....158 131.537,201 $27.753.1178 $23,11I,H8
NJ ........ $15.04 5,123.858 "" SO SO SO SO SO $8.302.004 $5,041.784 $2,842,347 S1.IOU11
NM USWEST 123.31 742,3M "'" S4.llOO.11ll $221.105 SO SO SO 135.1121,579 $31,2304,_ $27.343,383 $22,432.115
IN SBC $23.BS ....... "'" SO $2Il2,0II0 SO SO SO $27.3041.021 $28,OllO.ooa $U,lle5,.421 $23.1211,5llO
IN ..... $14.35 130,274 "" SO SO SO SO SO $3.122,248 $3,040,347 $2.1l58,"8 $2,135,$i4
NY Bel Atlantic $11.00 10.185,482 - SO SO SO SO SO $1311,lI8lI,558 $121,251,512 $101,317.528 $87.1111.280
NY '''''''' $18.112 521,3048 .." SO SO SO SO SO $11,112.550 ",809,1127 $8,153.812 $8,011,044
011
_...

$11.52 3.11e,240 "" SO SO SO ,0 SO 144,288.1128 $31,448,201l $32,204.411 $25.1138,4211
011 """"'" $11.28 141,458 "" SO SO SO SO SO $5,131,853 $4.081,sse 13,155,128 $2,112,018
011 GTE $31.111 1111.8113 1at... .. 110,755,2018 ••111.405 $1,.481,112 15.028,508 $133••',858 $118,510.3711 $108.133,.438 SOO,28t.S52
011 ..... $31.13 554,151 ,.... SO $4,1131,315 $3,122,5011 S2,1l1U53 $1150.318 $&4,204.1111 $$4,1115.577 $41.711,122 $3lI,583,059
OK GTE $34.23 101,880 171... .. $1.210,3111 $ll84,4311 $778.558 $454.7311 $17,745,114 $1••521,278 115,217,372 $13,581.1111
OK sec "''' 1,5111.540 ''''' SO $2,140,272 SO " SO $115.158,1181 $84,1",433 $74.1102,188 $13.527,862
OR GTE $23.48 430.... "''' SO $201,153 SO SO SO 124.713,381 $21,11I82._ $111._,023 $18,142,415
OR US« $111.154 1,258.111 "" $11,011 SO SO SO SO 132.001,138 $27,1SQ,S44 $23,02.182 $111,515,121
PA ........ $11.58 5.842,150 "" " SO SO SO SO $13,lIS7,722 $82.081.4211 $53,0111,087 $42.583,205
PA GTE $28.23 .02... 131 ... " $1,117,.4118 $811.1I1l7 SO " $38.743,_ 131,115,581l $2S,1lI8.48Il $111,702,101
RI ........ $11.1' IU,2II2 - SO " " SO " "',4N.1SQ $3.420.123 S2,552,1U1 $1,588.823
SC ....,.., $24.55 1,335,2111 ",,, ti5,518,2ll11 $2,054,234 SO SO SO $81,810,127 $5I.088.7SO $48,0315,783 $33.814.8811
SC GTE $28.11 175.211 ,.." .. $1,018,425

_...
$314,810 " $11.813,_ $11,054,.4111 $14.407.182 $12.1304,$i4

SO US WEST $21.50 282,854 "'" " $8111,211 "...... SO SO $20,581,052 $18,085.144 $11.711.115 $15.1114.tlI1
IN ......... $24.14 2,.470,101 '"'' SO $4.270.S01 SO SO SO $145,151,_ $124.110,013 $107,51U42 $85.885.240
IN ..... 121.48 232.383 "'" SO seo1,.401 """.. SO " $t5,384.178 "3,011.1115 $10.m.m $1,.401,858
TX GTE $28.55 1,5015,5111 ",,, .. $5,330.1114 $2,318.271 SO SO 1133.11104.323 $121,8215.213 $111.lI53,251 m.310,.420
TX GTE(~ 113." 223,"2 311" "".... $8,0511,514 SUl1.128 $1.113,818 $1,.482.107 $110,2OC,aea $105.214,533 $100.41',053 183,481,444
TX SBC $t8.1IO 1I,528.t71 .." SO SO SO SO SO $2Of,402,.287 $11I1,1l1S,8111 $158,420.153 $127.252,880
TX ..... $30.48 185,248 "'" 15.1&1,915 $1.3111.820 11.009.138 $138,457 5B2.435 123,387,543 $22.218,1121 $21,1112.835 $111,111.1185
U7 US« $tI.50 .',538 .'" " SO SO SO SO $18,1I5,IIU $14,311,517 $12,584.4.' $10.08,035
VA ...- $t1l.13 3,174,231 "" " SO SO SO SO $101.589,050 11I3,3M,1ISe ses,151.228 $15,137,1122
VA GTE $32.48 483,113 ''''' SO $4.570.382 $3,S02,453 $2.134.543 $1,182,111 $70,584.244 05,8111,lI8Il 111.304,1542 $54,101,122
VA ..... ...... 100,180 225" SO $2,1117,482 $1.897,080 $1,188,821 11,4115,11711 $28,554,1118 $U.534,DeIl $22,513.412 $111,"2,3lI6
VA Sprint (CertaI) $42.02 213.181 210" Si,263,oo) SS.014,1l1S $4,4",351 $3,858.520 $3,188,113 $13,343.084 S58,llSll,BfSll $54,321.411 $48,082,338
VT Bel Atlantic: $31.19 313,358 ,.... S1.o6I,SC1l $2.582,801 $1,1135,775 $1.308,1" $388,1117 $311,0711,lIS1 135.482,138 $32,290,tUO $28,201,848
WA GTE $21.18 811,548 'OK .. SO SO SO SO $21.05Il,1ISe 122,1lQ8,111 $20,893.348 $18,111,884
WA USWEST $111.2; 2,250,188 "" SO " " SO SO $3I1,UfJ.7SI1 $32.1112.808 $28.453.131 $23,11I58,244
Wl ........ $111.13 2.005,221 .." SO " " SO " $28,188,508 $20,123.325 $18,185,284 $11.3111,.431
Wl GTE ....20 451,1W1I 22'" SO $11,115,101 18,7.',lIS3 $7,141,188 $11,417,518 $117,250.780 $101,7tl,SoW m.015.185 S8ll.1W2,415
WV ........ $33.112 173,8511 '70" Sl,II13,112 $8,4041,1541 $11,183.148 $5,344,151 $3,021,11111 1113,0111,181 $102,132.288 m,m.lI88 111,201,881
Wf USWEST $33.28 225.150 ''''' $4,"5,ese $2,320.188 $1,W,042 $1,415,811 $737.727 128,411,328 $25,211,104 $22,1015.511 $111,189,892

$78,052,904 $2OD,eeo.181 $148,501,835 $114.771.3111 $75,8lI8.313 $5.2112,158,519 $4,BfSll,140,4112 $4,1411,817.785 $3,515,104,5111


